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MEMORANDUM
THE PRESIDANT Za3 Zacls

OFFICE OF THE VICE PRESIDENT l%’
WASHINGTON ?-/’

e )

July 8, 1977 ot

s

~—

MEMORANDUM FOR THE PRESIDENT

FROM: THE VICE PRESIDENTTE%S:—’

SUBJECT: Meeting with von Staden

I had a long, private meeting with Ambassador vonStaden to
explore the upcoming Schmidt talks. He indicated that the most
important, prominent issue was East-West relations between the
US and USSR. He said human rights is the central concern. He
said that West Germany lives so close to it and has so many
issues involved such as Berlin, repatriation of Germans from
Eastern Europe and the Soviet Union, that these matters are,

in his words, "the central piece of detente" . He pointed out
that the Germans have had great experience under Brandt and
Schmidt in dealing with the Soviet Union and that it is possible
that they could be helpful to the President in this relationship.
I gathered from that that it is possible that they tend to feel
we haven't been consulting closely enough and drawing on their
®supgerior™ experience.

He said that it would be wvaluable if there could be a longer

period for substantive meetings between the President and the

Chancellor than that presently scheduled; that there should be )
a tete-a~tete, but we should be mindful that where the Secretary 4
of State is involved, the Foreign Minister should also be L“%é
included. I believe it would be satisfactory if you had the

traditional tete-a-tete with Schmidt for 20-25 minutes before

the formal meeting and then a later meeting following the dinner

alone with Schmidt. If that is agreeable, I believe that the

Germans should be informed of that fairly soon.

The German leadership does not think that European-USSR detente
is sustainable unless there is US-USSR detente as well. He
said there is no disagreement on the importance of the human
rights issue, but that there may be a question of tactics. He
pointed out the distinction between the assertion of values of
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human rights found in Basket One of the Helsinki accords and

the different emphasis on contacts between peoples found in

Basket Three, such as permitting families to be reunited, communi-~
cations, travel and the rest, and he pointed out that the German
emphasis has been more in the contact field than in the public
assertion of human rights. A distinction he pointed out would

be between the public defense of Soviet dissidents on the one
hand, versus reuniting families on the other.

He does not think that the nuclear proliferation issue is a
central matter at this time. He thinks the discussion and dialogue
has now taken on a more acceptable posture.

However, there is a concern abouf'uranium supply; to-wit, will
the US, Australia and Canada be too restrictive in the supplying
of uranium? He said this matter will undoubtedly be discussed
with Trudeau.
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS
WASHINGTON G

July 5, 1977

MEMORANDUM FOR THE PRESIDENT
FROM: Charlie Schultze

SUBJECT: Economic and Budgetary Outlook for
Fiscal Years 1979-81

CEA and OMB have reviewed the economic and budgetary
outlook through fiscal 1979 and made a general assessment
of prospects through fiscal 1981.

The approach we have used differs materially from
that employed in the first budget presentation on May 25.
In that earlier presentation:

. An economic growth path to our unemployment target
in 1981 was assumed.

. A course of Federal expenditures was projected
based on current programs, Administration proposals,
and OMB recommendations for expenditure restraint.

. Given the assumed growth of the economy, Federal
revenues and the deficit were calculated.

During the May 25 meeting, you asked us to develop
estimates of Federal expenditures and revenues based on our
best judgment of how the economy would perform between now
and 198l1. We have done so. I cannot overstress, however,
the limits of our ability to forecast economic trends more
than a year or so ahead. Beyond that, the historical
relationships among the major economic variables -- on
which both the formal econometric models and our own
informal judgments are based -- become increasingly less
reliable as predictors of events.

Alternative Budget Strategies

Both the overall level of economic activity and the
size of Federal revenues are jointly determined by two
basic sets of factors:
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the underlying strength of the private economy
(influenced by such things as monetary policy
and "confidence").

budgetary strategy: the level and structure of
statutory Federal tax rates and expenditure
programs.

(The Federal Government cannot directly determine its

total revenues; it sets statutory tax rates, which yield
varying amounts of revenues depending upon the level of
economic activity.)

We have developed for your consideration three alternative
forecasts. All of them involve the same judgments about the
underlying strength of the private economy. They differ with
respect to budgetary strategy:

Strategy I: we balance the budget in fiscal 1981
without regard to whether or not our economic goals
are being met.

Strategy II: the fiscal dials are set to produce a
balanced budget in 1981 only if the economy returns
to high employment -- that is, a 4-3/4 percent unemploy-
ment rate -- by that time. We have called this a
balanced high-employment budget strategy. In this
strategy, Federal expenditures and tax rates are set
so that, in a high-employment economy, revenues would
be equal to expenditures. If the strength of the
private economy is sufficiently great, this policy
would yield both an actually balanced budget and our
target unemployment rate in 1981. If the private
economy is weaker, the actual 1981 budget would be

in deficit and unemployment would be higher than our
target.

This exercise permits us to judge whether the
underlying strength of the private economy is likely
to be enough to generate both a high-employment
economy and a balanced budget simultaneously.

Strategy III: fiscal policies are adopted that lead to
a high-employment economy in 1981, without regard to
whether or not the goal of a balanced budget is achieved.

In all three strategies, we have imposed a constraint that
Federal expenditures in fiscal 1981 not be more than fractionally

above 21 percent of GNP.
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Outlays, Fiscal Years, Billions of Dollars

1977 1978 1979 1980 1981

Strategy I: 406 463 504 537 573

OMB, June 23: 406 463 499 529 560

Given these fiscal assumptions, our best judgment is that
the rate of economic growth would fall significantly below
our target beginning in 1979 and continuing through 1980 and
1981 (Table 1). The unemployment rate in 1981 would therefore
be only a little less than 6 percent. Inflation would slow
to about 4~1/2 percent. In fiscal 1981 the Federal budget would
be approxima.ely in balance, despite the low level of economic
activity. Indeed, setting the fiscal dials to produce balance
leads to the slowdown in economic expansion.

This may seem like a very pessimistic forecast. It results,
however, from a course of budgetary policy that implies a severe
degree of fiscal restraint -- despite the additional budgetary
outlays allowed for. There are various ways in which the
degree of fiscal restraint may be characterized:

. Between fiscal 1978 and fiscal 1981, budget
outlays are projected to rise 24 percent, while
prices rise about 17 percent. In real terms, the
rise in Federal outlays is less than 2 percent per
year.

. With unchanged tax laws, Federal revenues would rise
significantly as a proportion of GNP -- because of
growth in real income and inflation. Total revenues
would rise from 19.6 percent of GNP in fiscal 1977 to
21.4 percent in fiscal 1981. Personal taxes as a
proportion of personal income would increase from 10.7
percent in fiscal 1977 to 12.4 percent in fiscal 1981.
That is, we would be setting the fiscal policy dials
to yield a very large increase in revenues relative
to expenditures.

. Between 1978 and 1981, the actual budget deficit would
decline by over $60 billion ~- even though relatively
little progress is made in reducing the unemployment
rate.
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Again, I want to emphasize that forecasting beyond a year
or so ahead is extremely hazardous. Nonetheless, these exercises
raise a question as to the consistency of our long-run economic
goals and the goal of a balanced budget in 1981. Our economic
projection was developed on the basis of optimistic assumptions
about how the economy would perform over the next few years.
Even so, our best judgment at the present time is that continued
movement towards our economic objectives will require tolerating
a deficit in the Federal budget in fiscal 1981. That deficit,
however, would be only a fraction of the deficit levels in
1975~78.

The difficulty of reaching a high-employment economy in
1981, while simultaneously achieving a balanced budget, does
not stem from inherent weakness in the private sectors of the
domestic economy. Table 4 summarizes the performance of major
sectors of the private economy incorporated into our projections
under Strategy II. We have assumed that spending propensities
of businesses and individuals remain very strong by historical
standards. The rate of inflation improves from recent experience,
and financial markets remain relatively easy. We would be
unusually fortunate if economic developments over the next
four years worked out this favorably.

The problem of achieving budget balance and a high-employment
economy in 1981 stems from three sources:

1. Achievement of a balanced budget by 1981 -- even with
relatively optimistic assumptions about economic
performance -- requires imposing a significant degree
of fiscal restraint on the economy. Perhaps the best
single measure of the change in fiscal restraint is
the change in the high-employment budget surplus. In
Strategy II, this measure shifts from a $28 billion
deficit in fiscal 1978 to a balance between revenues
and expenditures in fiscal 1981.

2. The State and local government sector also tends to
act as a drag on economic growth. State and local
expenditures are expected to rise by only about
2-1/2 percent a year from 1977 through 1981. State
and local governments in the aggregate will be running
surpluses in their budgets of $20 to $25 billion
annually. (The largest part of these surpluses come
in State and local pension funds for their own 12
million employees.) Thus, the combined high—employment
surplus of both Federal and State and local governments
in fiscal 1981 would be in the neighborhood of $20
billion in our Strategy 11 exercise.

3. With recovery abroad likely to lag behind our own, we
can expect only moderate improvement in our net exports.
Large o0il deficits continue to exert a drag on the
economy.
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OMB, June 23: 406 463 499 529 560

Given these fiscal assumptions, our best judgment is that
the rate of economic growth would fall significantly below
our target beginning in 1979 and continuing through 1980 and
1981 (Table 1l). The unemployment rate in 1981 would therefore
be only a little less than 6 percent. Inflation would slow
to about 4-1/2 percent. In fiscal 1981 the Federal budget would
be approximately in balance, despite the low level of economic
activity. Indeed, setting the fiscal dials to produce balance
leads to the slowdown in economic expansion.

This may seem like a very pessimistic forecast. It results,
however, from a course of budgetary policy that implies a severe
degree of fiscal restraint -- despite the additional budgetary
outlays allowed for. There are various ways in which the
degree of fiscal restraint may be characterized:

. Between fiscal 1978 and fiscal 1981, budget
outlays are projected to<‘rise 24 percent, while
prices rise about 17 percent. In real terms, the
rise in Federal outlays is less than 2 percent per
year.

. With unchanged tax laws, Federal revenues would rise
significantly as a proportion of GNP -- because of
growth in real income and inflation. Total revenues
would rise from 19.6 percent of GNP in fiscal 1977 to
21.4 percent in fiscal 1981. Personal taxes as a
proportion of personal income would increase from 10.7
percent in fiscal 1977 to 12.4 percent in fiscal 1981.
That is, we would be setting the fiscal policy dials
to yield a very large increase in revenues relative
to expenditures.

. Between 1978 and 1981, the actual budget deficit would

decline by over $60 billion ~-- even though relatively
little progress is made in reducing the unemployment
rate.
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Under Strategy II it would be possible to realize the
following goals by 1981:

1. Enacting a tax reform package that included a substantial
net tax reduction.

2. Holding the share of personal income taken by individual
income taxes to something close to current levels (depending on
how much business tax reduction is enacted).

3. Reducing the share of Federal expenditures in GNP to
21 percent.

4, Providing funds for high priority Administration programs,
such as welfare reform, and a gradual phase-in of some form of
national health insurance.

Two other goals would come close to being realized:

PRI tara

5. The actual deficit would be substantially reduced, to
a fraction of its 1978 level (but it would not be in balance).

6. Unemployment could be steadily cut to a level
approaching 5 percent (but not as far as we would like).

Since these conclusions depend upon our assumptions about
the strength of the private ecoromy -- which are on the optimistic
side -- there is some chance that under Strategy II there could
be an even larger shortfall from the last two goals. On the
other hand, a tentative decision to move in the direction
indicated by Strategy II in planning the 1979 Budget has
several advantages:

. Should the private economy prove even more buoyant
than our optimistic assumptions, we would be in a
position to have a balanced budget in a high level
economy and would not have committed ourselves to a
budgetary path that might contribute to inflation
(as could be the case under Strategy III with a
stronger economy).

. Should the private economy exhibit less strength
than we have assumed, you would retain the option
to inject some modest additional stimulus over and
above that contemplated in Strategy II. On the
other hand, with a weaker economy than we have
assumed, pursuing Strategy I would run the risk of
inducing recession, with its huge deficits. 1In
that case, neither the resulting rise in unemployment
nor the budget deficits could be reversed by 1980
or 1981.












e A A o S

THREE BUDGET STRATEGIES

Strategy I: ACTUAL BALANCED BUDGET
' Balance the 198 budget, regardless of whether economic goals
are met.

Strategy 11:  HIGH EMPLOYMENT BALANCED BUDGET

Set fiscal dials (tax rates, expenditure programs) to produce
1981 balanced budget only if we have high employment economy.

» If actual GNP equals high employment target in 1981, the
actual budget is balanced.

o If actual GNP is less than high employment target in 198|,
the budget is in deficit.

Strategy I1l:  ACHIEVEMENT OF 1981 ECONOMIC GOALS

Set fiscal dials to achieve 198l economic goals, regardless
of whether budget is balanced.
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STRATEGY IlI: RESULTS

ECONOMIC RESULTS
Real GNP growth, fourth quarter to fourth

quarter (percent)........oviiiiiiiiiiennnn.
Unemployment rate (percent)..................
Inflation rate (percent)..............coaettt.

BUDGETARY RESULTS

Receipts (billions of dollars)..................
Outlays (billions of dollars)...................
Surplus (+) or deficit (-)....................

High-employment budget, surplus (+) or

deficit (). eeeerneeiiiiiiiii i,
Total receipts as a share of GNP (percent)......

Personal income taxes as a share of personal

income (percent)........ccoiviiiiiiiiinen.

Calendar Years

1977

198

5.9
1.0
6.5

Fiscal Years

3.3
5.2
4.1

198

19.6

0.7
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June 30, 1977

MEMORANDUM FOR: THE PRESIDENT
From: Cyrus Vance Cl)

Subject: Micronesia Negotiator

Following our Saturday morning discussion, my
staff talked to Peter Rosenblatt about his possible
appointment as Micronesia negotiator. He agreed to
take this position on a full-time rather than on a
part—time basis as was the case with the last
negotiator.

Because he is a single law practitioner here in
Washington without any partners or associates, and
has a number of matters pending, he will need a few
months to phase out existing cases (mostly matri-
monial and estate matters). During this period,
however, he will put first priority on performing
his duties for us.

Recommendation:

That you approve his appointment as Micronesia
negotiator with the personal rank of Ambassador and
that we be authorized to proceed with the steps
necessary to submit his name to the Senate for con-
firmation. The next meeting with the Micronesians
is scheduled for mid~July in Guam.

Approve Disapprove

















































2—-The President, Temporary Foreign Workers, 7/8/77

While these views are to same extent valid it must be noted that the
good work habits of temporary alien workers are determined in part
by the fact that they are mostly single prime~working age males from
countries where econamic standards are far below those in the U.S.

It is not fair to let these individuals campete against damestic
workers with families who have the right to be protected by our coun-
try's system of fair labor standards.

Grower resistance to using domestic workers has been most praminently
manifested by resistance to camplying with the regulations. For ex-—
ample, the growers may complain that the 60 day period for work orders
is too long, that the housing regulations are too strict or that the
U.S. Employment Service bureaucracy is too cumbersame to deal with.
Farmworker organizations on the other hand, often feel that the laws
are not frequently enforced. Recognizing that same of these complaints
on both sides may be legitimate, the Department of Labor has just cam-
pleted a series of six regional hearings aimed at streamlining the
regulations. Additional comments will be taken through the end of
this month and the Department plans to issue a new set of regulations
that will respond to legitimate employer and employee interests early
this fall.

The Administration may periodically receive requests fram growers and
their political representatives to suspend the H-2 certification proc-
ess and allow temporary alien workers to enter the country on an
"emergency"” basis. These "emergencies" are likely to arise because
either: (a) the growers have not taken the certification process seri-
ously and, for example, have failed to provide a 60 day period for
their order to be filled. As a result there may not be sufficient
time to either obtain domestic workers or to certify alien workers be-
fore the crops begin to deteriorate; or (b) increased enforcement by
INS may result in a cutting off of traditional supplies of undocumented
aliens (for example, the Presidio, Texas case). If this occurs close
to harvest time the employers again may not have time to either obtain
damestic workers or certify alien workers.

The only way to provide workers in these instances is to suspend the
certification process and ask the Cammissioner of INS to admit the
workers without a Labor Department recommendation. It may be possible,
however, to avoid most of these "emergencies" by impressing on the
growers that temporary alien workers will be certified only after the
certification regulations have been followed and that a sudden reduc-
tion in the availability of undocumented aliens will not be considered
sufficient reason to provide temporary alien workers. If the growers
seriously face these prospects the Labor Department will either find
them domestic workers, or, if that is not possible, recommend the tempo-
rary importation of alien workers. Additionally, a tough policy such
as this would have the beneficial effect of discouraging the employ-
ment of undocumented aliens because employers who used them would have
to run the risk of losing their work force at critical times.












will cause concern among the affected Mayors, Governors

and Congressmen. Third, in cases of potential criminal
liability, I will refer the matter to the Attorney General.
In the past, the FBI has not always followed up on these
matters and I will work with the Attorney General to change
the situation.

To bring you up to date on the Chicago situation, I have
attached a one-page summary. The Attorney General has
recently rendered a legal opinion on the matter and it
restates the position outlined in my earlier memo to you.

I have also attached a one-page summary of an investigation
we are now undertaking in Gary, Indiana that may directly
involve Mayor Hatcher. Hamilton Jordan and Jack Watson are
aware of the problem but I think that you should also have
this information. This morning I was informed that Governor
Finch of Mississippi may have been using CETA and other
Federal funds for political activities. We will proceed
with an investigation and report to you on the matter.

These recent allegations suggest that Federal law enforce-
ment effecting the use of Federal funds has not been
adeguate. I recommend you raise this issue at the Cabinet
meeting and consider discussing it with the Mayors and
Governors.

Attachments



Issues

ATTACHMENT I

CHICAGO, ILLINOIS

Chicago Tribune article on June 26, 1977
alleged:

- Comprehensive Employment and Training Act
(CETA) funds were used to rehire laid-off
city employees.

- Individuals needed letters from City Hall
or Ward Committeeman to obtain CETA jobs.

- Former city employees were rehired at higher
wages under CETA than previously received.

— CETA enrollees did not meet income criteria
eligibility.

- Former city employees were placed in CETA
jobs several weeks before the Mayor publicly
announced additional CETA PSE opportunities.

- The Illinois Bureau of Employment Security
ignored thousands of applicants from the
low income, long term unemployed.

Department of Labor Actions

[o]

July 8, the Employment and Training Administra-
tion's national office assumed responsibility
for investigating the Tribune's allegations.

- 14 staff persons including an attorney, will
be in Chicago July 10.

Scope of investigation will include:

- Review of 400 enrollee records (all hired
since January 1, 1977).

- Interviewing of 122 enrollees who are
former city employees.

~ Interviewing a sample (approximately 25% of
remaining enrollees).

- Daily reports of significant findings will
be reported to the national office.

- Additional staff resources will be added as
necessary to expeditiously conclude the

investigation.
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Department

ATTACHMENT IT

GARY, INDIANA

In 1976, the Justice Department began an
exhaustive review of the use of Federal funds
Lake County, Indiana.

Allegations involving CETA funds are:

Soliciting political contributions from
CETA enrollees.

Requiring enrollees to work at the polls
on election day.

Requiring weekend work (politically oriented)
without pay.

Performing political work during regular
work hours.

CETA enrollees need "political pull" to get
in the program.

of Labor Actions

[+]

July 8, the Employment and Training Administra-
tion's national office will assume responsibi-
lity for investigating the allegations.

8 staff persons are on site in Gary, conduct-
ing the investigation.

Scope of Investigation will include:

Review of FBI files.
Review of 650 enrollee records.
Interviewing 150-200 enrollees.

Daily and weekly reports of significant find-
ings will be reported to the national office.

Additional staff resources will be added as
necessary to expeditiously conclude the
investigation.
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THE WHITE HOUSE @

WASHINGTON -

July 8, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: Jody Powell

The main potential benefit from your Gavshon interview
is probably rhetorical rather than substantive. Gavshon has
done a lot of research, what he needs is some almost inspira-
tional quotes from you on the importance of the effort. I
suggest something like the following, which also ties in with
one of our campaign themes:

“This is going to be a very difficult struggle. The
prospects are much better now than even a few months ago,
but &aem we certainly cannot underestimate the problems still
to be faced.

“But it is a struggle that we cannot afford to duck.
The alternative is literally dozens of nations with nuclear

weapons -- and a tremendous increase in the chances of nuclear
war —-- perhaps even nuclear weapons in the hands of terrorist
Sm——— A —————
groups.

“If we do not act or if we fail, the prospects even
in our own lifetime are horrifying.

“It is already late, the task is more difficult now
because this, like so many other problems, was ignored in
the past. But I am convinced that we cannot afford to 1gnore

T any longer.i
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Page 2 -~ The President

I. Background on Foster Care, Adoption, and Child Welfare Services

The AFDC program now contributes to the support of some 117,000 children in
state-run foster care "systems." These children:

o come from families experiencing severe problems, such as alcohol
or drug problems; and/or

o are hard-to-place for adoption (e.g., due to handicap, age, race
or ethnicity, sibling group); and/or

o0 remain in the foster care "system" for many years, often shuttling
from one institution to another.

The state foster care systems:

0 lack basic information and monitoring capacity to assess individual
childrens' needs;

o often do not afford due process protections to children and
families involved;

0 tend to discourage use of the least costly and most beneficial
forms of care; and

o provide inadequate services for restoring these children to their
families or placing them in more permanent and secure settings.

The Federal programs —— AFDC Foster Care and Title IV-B child welfare
services — relnforce these patterns by:

0 stressing institutional maintenance payments (room and board) rather
than services designed to prevent family break-ups or restore children
to their families;

o encouraging foster care placements rather than adoptions; and

o0 providing no incentives to encourage reforms designed to protect
children and families caught up in the foster care system.
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II. Our Proposal

We have prepared this proposal in close consultation with the staffs of

the Vice President, OMB and the Domestic Council. Our objectives are

to achieve (1) appropriate placement of, and services to, children, (2)
fiscal control over Federal child welfare expenditures, and (3) flexibility
for the states in program administration.

Foster Care and Adoption Maintenance

This new program, separate from AFDC, would have the following major elements:

o Adoption payments would be available to eligible families

children must be deemed "hard-to-place”

adopting family must meet a simple income test to qualify for
the payment

eligibility continues until child reaches majority or

the adopting family fails to meet the income test, whichever
comes first.

the amount of the payment would be limited by regulation
(probably to the existing home foster care maintenance

payment)

o Foster care maintenance payments would continue to be available
for AFDC eligible children

differentials in Federal matching rates would be designed to
discourage placements in large institutions

for first time, payments to public institutions, if they

are small, would be permitted

the requirement of court review prior to involuntary
placements would be continued; emergency and voluntary
placements must be followed by court or quasi-judicial review
or restoration of child to family within three months after
placement

due process protections for children, biological parents, and
foster parents would be required.

o Children would carry their Medicaid eligibility with them (except to
extent that new family has private insurance which provides the same
coverage)
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The foster care-adoption program would be an entitlement program
but would be capped in FY 1980 at 10 percent above the 1979
expenditure level. The cap would increase annually about 10 percent
of the previous year's base. After 5 years, the cap would level
off. The States could use any unused maintenance allotments for
child welfare services under Title IV-B.

This part of the program would require little or no new Federal
money. It would essentlally substitute for the existing open-—
ended AFDC foster care maintenance payment authority and Medicaid
eligibility. It might even save some money by encouraging
deinstitutionalization and adoptions, and ultimately, by capping
the program.

Child Welfare Services

In addition, we propose to authorize new Federal money —— $63 million in
FY 78 rising to $209.5 million in the mid-1980's —— for the development
of State systems for tracking, case review, due process safeguards, and
preventive and restorative services for children at risk of foster care.

The major elements of the proposal are:

o

The existing base of $56.5 million in Title IV-B funds (the
FY 77 appropriation), but no more, could be spent on foster care
maintenance.

Title IV-B would be converted to a capped entitlement program
providing a maximum of $209.5 million a year in new money (above
the present $56.5 million base) to be made available to the States
in two phased, "flexible grants". The-caonditions of these-grants
are-described—at—Fab—€<

. 30 percent of the new money (or about $63 million) would
be earmarked and available for designing and implementing
State tracking and information systems, individual case
review systems, the provision of services designed to promote
adoption, and due process procedures for biological parents,
children and foster parents. Requirements would be defined
in terms of general objectives (e.qg., 3 tracking system
from which the status of every child in out-of-home care
may be readily identified"), rather than detailed system
specifications. After those reforms are in place, the
State may use the 30% for systems maintenance and Title IV-B
child welfare services.
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. The remaining 70 percent of the $209.5 million in new money
(or about $147 million) would be made available only after
the requirements of the first "flexible grant" are met.
This money could be used for child welfare services under
existing Title IV-B, the only restriction being that at
least 40 percent of the State's share of the $209.5 million
in new money must be used for certain defined services to
prevent family break-up or reunify families.

. There would be a 1 percent set aside for HEW evaluation and
technical assistance.

o In order to receive the new money, the States must maintain their
current levels of Title IV-B expenditures for child welfare services.

In sum, our proposal is designed to accomplish the following central
objectives in the following ways:

o0 Appropriate placement of children by -- making Federal money
avallable for adoptions; increasing Federal funding for preventive
and reunification services; encouraging deinstitutionalization
of children in foster care; and encouraging specific procedural
reforms, to ensure that children and parents do not become lost
in the state systems.

o Fiscal control over Federal child welfare expenditures by --— cap—
ping the foster care/adoption malntenance program; creating incentives
for lower cost placements; and assuring that new Federal funds
for services will be well spent in reformed state systems.

o Flexibility for the states in program administration by -- giving
States positive incentives to adopt system changes defined in a
goal-oriented, rather than highly specific, way; allowing reformed
state systems to allocate the new Federal Title IV-B money for
services largely as they wish; and allowing placement decisions
and procedures to remain in the state's domain.

I1I. Recent Congressional Activity in This Area

There are three bills in Congress addressing these issues:

o H.R. 7200 would, among other things, increase Title IV-B funding
by the full $209.5 million in FY 78 and every year thereafter.
It would also require a number of very specific procedures and
systems changes as a condition of the funding.
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o H.R. 6500 (sponsored by George Miller of California) would impose
on the states the most comprehensive and detailed requirements for
foster care system changes. Some of its provisions have been
incorporated in H.R. 7200.

o S. 961 (the Cranston bill), which has been reported by the Senate
Human Resources Committee, would authorize $20 million for sub-
sidized adoptions for any hard-to-place child without regard to
the income of the adopting family. It would also create a
national adoption information exchange and a Center on Adoptions
within HEW.

H.R. 7200 has already passed the House. It appears likely that the Senate
will adopt a bill providing for (1) the kinds of protective provisions con-
tained in H.R. 7200 and the Miller bill (2) the conversion of Title IV-B
into an entitlement program for child welfare services funded with

$209.5 million in new money, and (3) Federal payments for adoption.

o Two main issues might separate the Senate and House:

—— whether AFDC-Foster Care should be capped or remain
open—-ended. (The Senate Finance Committee will almost
certainly insist on a cap, and we agree).

——- whether requirements for protections and systems reforms
should be imposed on the states, and how specific those
requirements should be. (The House has insisted on very
specific protections. The Senate Finance Committee will almost
certainly accord states more flexibility, and we agree.)

0 Both the House and Senate, however, seem determined to increase
Title IV-B with $209.5 million of new money to be fully available
in FY 78.

Recommendation

I recommend that you approve our proposal. If so, I plan to unveil it
as the Carter Administration's child welfare initiative in testimony
on H.R. 7200 on June 12 before the Subcommittee on Public Assistance of
the Senate Finance Committee.

W U- (’%{W
Joseph A. Califgpo, Jr. )















ITI.

U b ani, — -
IilZ PRESIDTIN™

THE WHITE H

2454 M

o
-2 Qw:l-

OQUSE

WASHINGTON

MEETING WITH U.S. COMMISSION ON

DATE OF MEETING: Friday,
TIME OF MEETING: 2:45 p.

15 minutes
PLACE OF MEETING: Cabinet

FROM: Martha

CIVIL RIGHTS
July 8, 1977

m.

Room

(Bunny) Mitchell

\

PURPOSE: To discuss responsibilities of the Commission and
to review the implications of its recent report on federal

civil rights enforcement in the

EOP.

BACKGROUND, PARTICIPANTS, AND PRESS PLAN:

A, Background: Since 1957, the Commission has served as
the research and evaluation arm for federal civil rights
efforts. As an independent, bi-partisan agency, it has
made numerous recommendations from fact-finding studies
that have significantly influenced the course of civil

rights actjvities and legis

lation. The Commission has

no enforcement powers. One of the six-member Commission

seats is currently vacant.
are Republicans.

Both the Chair and Vice-Chair

The Commission recently released a report evaluating the
civil rights enforcement efforts in the EOP from 1972 to

1976.

THE MAJOR FINDING: Past failings of federal enforcement
efforts are directly related to the lack of Presidential

oversight and direction.

THE MAJOR RECOMMENDATION:

A cabinet-level White House

adviser should guide agencies' efforts, and a Division
of Civil Rights should be created within the OMB Director's
office. (Jody acknowledged your receipt of report at his

briefing on June 14, 1977).
September 30, 1978, unless
granted.

The Commission will expire
another statutory extension is
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